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analyzed and criticized — including also new projects of reform. Under 
the latter head, for example, may be mentioned the analysis of the 
French project for a tax on incomes, which passed the Chamber of 
Deputies in 1909 but has not yet been acted on by the Senate, al- 
though there is a widespread demand in France for such a tax provided 
it be kept free of inquisitorial features. Professor Jeze refrains from 
expressing an opinion on its merits. Regarding the tax on doors and 
windows, long in vogue in France, he exhibits no such self-restraint. 
This tax is, as' he remarks, clearly a tax on air and light; it is 
wrong in principle, and public opinion is unanimously hostile to it. 
The law of finances of 189.2 abolished it, but the application of this 
law has been annually postponed. The author criticizes also the recent 
law which confers on bouilleurs de cru an exemption from the tax on 
the consumption of alcohol, the product of their own manufacture, 
while other persons are subject to the tax. Finally, he voices the public 
opinion of France in pronouncing the tax on sugar and salt excessive 
and unproportional. 

The limits of this review do not permit a more extended analysis of 
this admirable work. Like Professor Jeze 's other treatises on finance , 
it is comprehensive, scholarly and thorough in treatment. The author 
has recently set before himself the task of writing a series of twelve vol- 
umes on the science of finance, the first of which, dealing with the 
budget in general, appeared two years ago, and the second, dealing 
with budgetary procedure and methods is now in press. The under- 
taking is, as he remarks, un auvre de tongue haleine ; but if he lives 
long enough and maintains his present pace of production the task will 
undoubtedly be carried to completion, in which case there will be little 
left for others to say on the subject. 

J. W. Garner. 

University of Illinois. 

Principles of Economics. By F. W. TAUSSIG. New York, The 
Macmillan Company, 191 1. Two volumes: liv, 1121 pp. 

American economists have thus far made their main contributions to 
the literature of economics along two lines : that of text-book writing, 
and that of essays on particular phases of economic theory and practice. 
No American writer up to the present has attempted, beyond the scope 
of a single volume, to do for the whole field what Nicholson, Pierson 
and other foreign writers have done. Professor Taussig has stepped 
into the breach and has given to American economic literature a broad 
statement of economic principles and problems comparable with the 
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general treatises of these foreign writers. In many respects Taussig's 
work reminds one of Mill. As with Mill, no mere summary of contents 
can bring out the distinctive qualities of greatest value ; for these are 
largely in the lucid, smoothly continuous and common-sense handling 
of successive themes, in the wide-awake attitude toward qualifying in- 
fluences in the discussion of doctrines, in the judicial balancing of the 
pros and cons of debatable questions, and in the beautifully simple and 
straight-forward English style. 

The development and organization of the material likewise suggest 
analogies with Mill. Mill's large interest was that of linking the thought 
of predecessors and contemporaries with the results of his own thinking 
and observation. This gave his work a theoretical core of Ricardianism, 
much modified in its practical bearings by other influences, among 
which were personal observations of socialism in France and of the 
agricultural situation in Ireland. The purpose and plan of Taussig's 
work have seemingly developed in a not dissimilar way. " The order 
of the topics," he tells us, " has been determined more by convenience 
of exposition than by any strict regard for system " (I, vii) ; but, after 
all, it seems clear that the work has grown logically out of an effort to 
unify and harmonize classical thought with modern doctrine, amplified 
and vivified by Taussig's perennial interest in current problems. In- 
deed, the plan of division of the work into books readily harmonizes 
with this interpretation. Taussig's earlier work on taxation, money and 
international trade accounts for the well-rounded treatment of each of 
these themes in a distinct book. The three books dealing respectively 
with production, value and exchange, and distribution — with the omis- 
sion of a treatment of consumption — are in line with past and much of 
recent practice. And the remaining two books (on problems of labor 
and problems of economic organization) grow out of a consideration 
of general wages — a consideration, as in Mill's case, that mingles the 
practical concern of the humanitarian philosopher with the theoretical 
interest of the economist. If wages are to rise "it is necessary, first, 
that very considerable modifications shall be made from the traditional 
rules and limits of the system of private property; and, second, that 
the numbers of the manual laborers shall not increase so fast as to swal- 
low up all the possibilities of gain " (II, 208). The first of these con- 
siderations is made the occasion for the two books last mentioned, 
although their content is more varied than their declared purpose. The 
second is made an integral part of the book on distribution. 

Confining attention to the three books dealing with underlying prin- 
ciples, one is again reminded of Mill. Just as he was interested in 



No. 3] REVIEWS 527 

preserving the continuity of development of theory and in giving a con- 
temporaneous illustrative content to resulting theoretical forms, so 
Taussig's main purpose seems to be that of harmonizing and unifying 
various phases of modern doctrine with its classical antecedents and of 
filling resulting shells with a kernel of modern illustrative fact. The 
effect is much the same in the two instances. The effort to give 
modern content to old forms is best illustrated in the treatment of 
production ; the effort to unify doctrinal concepts, in the handling of 
value and of distribution. 

Thus — to illustrate, first, the former of these tendencies — the idea of 
productive and unproductive labor as developed by classical writers is 
explained and found to be untenable. The newer utility interpretation 
has robbed the old contrast of meaning. But a new content is found 
in current activities. In not a few instances these are predatory and 
parasitic. When not merely superfluous, they are harmful ; in any case, 
they are clearly unproductive. Much of the speculative gambling 
associated with the stock and produce exchange is of this type. It is 
as wasteful of both human and material resources as it is nocuous in its 
immediate consequences. Similarly in his treatment of capital Taussig 
accepts the classical concept of advances to laborers. But the concern 
of classical writers over the strength of the forces making for saving, 
that so largely turns their capital discussion into an examination of 
the effective desire of accumulation, in Taussig becomes a question of 
the uses to which productive modern industry can devote its surplus. 
" In the main the way in which the increase of savings can find 
escape from its difficulties is through the parallel advance in the arts, 
calling for more and more elaborate forms of capital " (II, 28). 

The attempt to? harmonize, unify and restate doctrinal elements may 
next be illustrated. The author's concept of value is one that for the 
most part merges value and price ideas. As a starting point, he rec- 
ognizes the dependence of value on marginal utility. But in tracing 
out the emergence of value (and price) under varying conditions, his 
tendency is , as the discussion advances , to return gradually to a Ricardian 
viewpoint. In instances of variable supply, costs (objectively viewed 
in the main) are dominant. Under free competition, where costs are 
constant, value is determined by the costs ; where costs are increasing, 
Marshall's scissors analogy of a true equilibrating of marginal utility and 
costs affords the key to the determining of value; where costs are 
diminishing, there may be an indefinite number of normal cost prices. 
In the case of joint cost and joint demand, there is a constant interac- 
tion of forces, with those of supply (costs) dominant. It is because 
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the movement of labor is not free that marginal utility exercises any 
influence in value determination. ' ' With free competition both of 
labor and of capital . . . value would be regulated fundamentally by 
quantity of labor" (II, 148). 

The theory of distribution is likewise an attempt to appraise varying 
views and to adjust congruous elements into a unified and harmonious 
whole. Its successes and failures match those of Marshall's similar 
endeavor. To a homogeneous treatment of all income-yielding prop- 
erty objection is raised, on the ground that in the long run the income 
from capital (interest) tends to a normal competitive level, while that 
from limited natural agencies includes an exceptional or differential 
element. From the standpoint of the practical implications of eco- 
nomic theory in the field of public policy, it is the part of wisdom to 
recognize that " economic rent and monopoly gains are unearned re- 
turns, and should be treated differently from return on capital pure 
and simple" (II, 123). The idea that capital is productive is ex- 
pressly repudiated. Only labor is truly productive, and capital is 
merely labor applied in an indirect way. When, therefore, the view is 
reached that interest is determined by the least productive use of capi- 
tal, the term " productive " must be regarded as elliptical. On the 
supply side, interest must be viewed as a necessary inducement to 
saving. An equilibrium results at the point of marginal " productiv- 
ity " and marginal saving. This results in a true saver's surplus on the 
one hand and a " consumer's " surplus on the other. The latter pro- 
ceeds from the more effective applications of capital above the margin. 
It would be interesting to determine how this " consumer's " surplus 
compares in point of identity with the aggregate wage item in the 
marginal-productivity theorist's explanation of the interrelations be- 
tween interest and wages. The rent concept is that of a price-deter- 
mined surplus, depending upon the fact of diminishing returns from 
land. There is little variation from the Ricardian formula in the work- 
ing-out of this idea. Profits are likewise a price-determined return 
worked out in terms of an ability surplus. The central thread of this 
discussion is reminiscent of Walker. Wages are said to be determined 
by the discounted marginal product of labor. By marginal product of 
labor is meant, not the product of the marginal laborer in a series, but 
the product of labor working at the margin of employable opportunity, 
e. g. on no-rent land or with a competitive producer. Separate pro- 
ductivity of capital and labor is denied. It is impossible to demarcate 
a separate product. " There is a joint product of all labor applied — 
earlier labor as well as later labor " (II, 197). This view is depend- 



No. 3] RE VIE W S j2 9 

ent, it is urged, on the existence of a marginal return to capital only 
large enough to induce necessary investment. Otherwise we could go 
no further than to say " that the general rate of wages will depend on 
the relation between the number of laborers and the amounts which 
the capitalists choose to advance " (II, 202). 

Mill's synthesis of earlier views with his own was a simple task com- 
pared with the one Taussig has undertaken. And if Mill's material was 
irreconcilable in some respects, the stuff of which modern theory is 
made is so much more so that Taussig's equal success in welding it 
together serves in an unusual degree to bring out difficulties and to 
clear the path for next steps. If the attempted reconciliation of diverse 
viewpoints seems to some fellow economists to break down at points, it 
should be recognized that this is because the viewpoints involved are 
fundamentally irreconcilable. 

The chapters on practical themes call for no extended comment. 
They are models of clear exposition and interpretation. Like the 
chapters on theory, they are characterized by rare insight into the needs 
of uninitiated but virile-minded readers. 

Roswell C. McCrea. 

University of Pennsylvania. 

Monopoly and Competition : A Study in English Industrial 
Organization. By Herman Levy. London and New York, The 
Macmillan Company, 1911. — 333 pp. 

The task which Professor Levy has undertaken in this volume is to 
sketch the history of British monopolies from the sixteenth century to 
the present. Under the fostering care of the Stuarts, monopolies of all 
sorts and descriptions grew rapidly in number. Essential to their exist- 
ence was : first, a grant of privilege by the crown to certain corpora- 
tions or individuals ; second , the suppression of internal competition by 
law ; third, a protective trade policy. The opposition to these monop- 
olies was exceedingly bitter, particularly so during the period of the 
Civil War. By the end of the seventeenth century a triumphant parli- 
amentary party succeeded in bringing their existence to an end. With 
the maturing of the eighteenth century, however, monopolistic organi- 
zations appear, closely resembling the cartel or trust of the twentieth 
century. The coal-owners of Sunderland and Newcastle by mutual 
agreement controlled from 1770 to nearly 1840 the coal supply of Lon- 
don. This agreement was secret. In accordance with its provisions a 
committee of owners determined the amount of the yearly production 
and the quota of each mine as well. The London end of the combina- 



